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Effect  of  the  War  on  the  Gold  Standard  in 
the  World's  Monetary  Systems 


BY  EUGENE  E.  AGGER 
FacuHy-of  Political  -Gctenr?.  C  ;..  U  :.  ly 

IT  is,  of  course,  trite  to  say  that  the  upheaval  caused 
by  the  great  war  has  influenced  every  phase  of  the 
world's  economic  life.  In  no  other  field,  however,  has 
it  brought  such  extraordinary  readjustments  as  in  that  of 
money.  On  the  one  hand,  the  belligerent  nations  gen- 
erally, except  the  United  States,  have  inflated  bunk  note 
currency,  and  have  forbidden  the  exportation  of  gold  ex- 
cept under  supervision  of  governmental  agencies.  On  the 
other  hand,  action  has  been  taken  in  the  Scandinavian 
countries  which  is  tantamount  to  demonetization  of  gold. 
At  the  same  time  prices  all  over  the  world  have  soared  to 
new  high  levels  and  foreign  exchange  rates  in  neutral 
markets  have  fluctuated  far  beyond  what  are  usually  re- 
garded as  the  normal  limits. 

Puzzled  observers  have  asked  how  all  this  is  to  be 
reconciled  with  the  promises  of  the  gold  standard,  a  stand- 
ard which  was  supposed  to  insure  relative  stability  at 
home  as  well  as  in  the  foreign  exchanges.  There  appears 
to  be  available,  however,  no  comprehensive  statement  of 
what  the  exact  implications  of  a  gold  standard  really  are. 
Hence  the  extraordinary  readjustments  in  the  field  of 
money  directly  attributable  to  the  war  aie  not  easily  inter- 
preted. In  this  paper,  therefore,  an  attempt  will  be  made 
briefly  to  formulate  the  principles  implied  in  a  metallic 
monetary  standard,  and  in  the  light  of  such  principles,  to 
interpret  some  of  the  outstanding  practical  developments. 

The  more  fundamental  principles,  dealing  with  the 
relations  between  standard  bullion  and  money  in  the  home 
market,  are  generally  familiar  and  require  only  brief  re- 
statement. 

The  adoption  of  a  metal  as  a  standard  for  a  money 
system  implies  the  attempt  to  maintain  a  certain  value 
relation  between  the  money  unit  on  the  one  hand  and  the 
standard  bullion  on  the  other.  This  carries  the  implica- 
tion that,  however  the  money  may  be  fashioned,  it  repre- 
sents an  entity  distinct  from  the  bullion  which  is  selected 
as  the  standard  for  regulating  its  value.  The  value  of 
money,  when  money  is  thus  regarded  as  an  independent 
entity,  depends  upon  factors  that  arc  peculiar  to  it,  just  as 
the  value  of  a  steel  I-beam  depends  upon  facts  that  are 
distinct  from  those  that  determine  the  value  of  the  incho- 
ate steel  ingots.  There  is,  however,  the  assumption  that 
the  factors  controlling  the  value  cf  the  money  unit  will 
be  so  regulated  as  to  assure  to  it  a  value  equal  to  that  of 
the  bullion  unit.* 

■laHhe^aSa1  iS&J?  P£8«  ^>,W'  8a>'K  thnt  th"  "oallnr  con- 

ffiii  «f  t hi  n    r   7  .A  i         I'l"        »*  « -rai.iUi       i,v  Section 

li It of v  rnlnh,iUUt"Sr<,f  lhe,U-  S"  t'1""1        the' HannA 

Bt»  ti   i'     „  "  L""  «-th;  i-  f.-rins  of  money  toned  or  coined  i.y 

I  1  8.  Shall  lie  maintains  at  a  purity  of  v»1iip  with  ihU 
itondnrd  and  it  shall  he  the  duty  of  the  Secretary  t  the  &L2SS 
to  Maintain  mi,  h  parity."  Suction  Soil  of  the  R.-vi'  ,  sVntlSS 
MyS:  "The  gold  coins  Of  the  United   State  shall  le  a   one    |  la? 

piece.  whi,;h  at  the  standard  weight  of  28  8  rains  shall  ha  t5 
iniit  of  value,  etc."   The  Act  of  September  2ff  JSb  forbade  the 

l.e  en      11  1"  i,  "5l,t  01  "iS  ™W  WtCm.      The  ,lol!i(r  may 

mn« t  i»?  J'  ,     "'."/""'  feTO  Ju,t  tnS  dollar,  however  embodied 

K  J 1  ,n,  Vft1,U1'  ?"  ,liat  ,,f  W  '2*  t^-nbih  of  pure  gold  or 

Ji>.h  grain*  of  ■  standard  gold." 

The  established  parity  is  maintained  through  reliance 


on  the  principle  that  as  between  any  two  economic  goods 
cnter.ng  into  exchange  any  given  value  relationship  can 
be  maintained  through  the  free  and  unlimited  exchange  of 
each  for  the  other  at  the  desired  rntio.    In  the  field  of 

money  the  operation  of  this  principle  is  usually  explained 
in  terms  of  freedom  of  coinage  on  the  one  hand,  ami  the 
melting  pot  on  the  other.  Allowance  must,  of  course,  be 
made  for  possible  seignornge  charges. 

In  most  countries  there  are,  in  addition  to  stiu  davd 
money,  other  kinds  of  metallic  or  of  "paper  money  "  h 
is,  of  course,  essential  that  all  these  different  kind*  of 
money,  issued  in  fractions  or  in  multiples  of  the  standard 
mon-.y,  be  kept  at  constant  parity  with  standard  money. 
This  is  largely  a  question  of  demand  and  supply.  So  far 
as  the  different  kinds  of  money  issued  In  multiples  of  the 
standard  money  are  concerned,  unless  there  are  serious 
differences  between  them  in  legnl  position  or  in  accepta- 
bility in  practice,  growing  needs  can  he  met  through  ex- 
pansion of  particular  forms.  Hank  notes  are  usually 
relied  upon  in  this  connection.  Incidental  minor  problems 
may  also  arise.  If  the  issue  of  bank  notes  is  restricted  to 
higher  denominations  the  money  in  the  ■mallei'  denonlina- 
tions  must  be  available  In  sufficient  quantities  to  meet  the 
demand.  Fractional  money  must  be  freely  lUpplied  m 
exchange  for  other  kinds.  To  prevent  a  decline  below  par 
sunply  must  not  be  allowed  to  outrun  demand,  and  if 
nothing  else  suffices  redemption  in  standard  money  must 
be  undertaken.  Such  redemption  cannot,  however,  be 
assumed  to  constitute  a  normal  requirement.! 

polnt«Trefern\o.ry  ******  °'  ""'  V"lU'il  Bt^toa  UlUittfttOi  the 
■ilMjDJS?fl«?Jrd  Sl"/7  °A*  n,ld  'WO  dollar  hills  are  mostly 
«!,.  1  ri11,','  Mt'"*.  lMU*.d  '7'  BOvernment.  An  the  norma  d» 
i aand  for  th.se  denominations  Increases  the  corUflcatos  of llarier 

aw  of  Mar  h  4    1IH)7   iiIko  provides  that     n         a  deficiency  r\Utn 

tari   of  the   Iri-ii-urs   n,.n    I    ue    'Kreenhn<-Iis"  in    two  i   HV« 

i his  Is  nO«  being  done.  rbere  I-  avallnMc,  therefore  a  iioune  of 
«r"'  L    i\'r  AhM  M"alJ,T   dV" W>dch    on    the    ttaxls    ol  the 

e  ct  t  Umltatlon  of  bnnh  note  [.sues  wii  laoouot"  for  Mine 

iJS'JmftPh   i)m\ttiU 1        «""»<«y  Is  Issued  only  when  people 

nr-  willing  to  purchase  it  at  the  eatahUsbed  pr  ,    1 1  coco  there 

cao.no  be  s  positive   imimiou"  or  the  fractional  eurrrpcy  Blimild 

n nr«'  »tlve  redundancy  develop  hUbscqueutly  -         t  u  a  dcellne 

in  the  \niue  of  fnictionni  eurreiiey,  thi»  would   (taol  tn  unms 

f.^nt  jn.^isli  the  us*  of  sueb  nmna  for  larger  sums  up  u,  the 
,n,  .  V  r'l ^  ''r  Dower.    Did  (hi*  not  sDnlee,  provision  U 

mad  -  for  redemption  in  round  :  .-    In  "lawful  money."  There 

is i  no  provuhin  f..r  redemption  in  Kohl  similarly  the  silver  dollar* 
are  rail  Ktandai-d  coin*  mid  are  not  redeemable.  BlW  certlOcate* 
are  a Jao  not  speeiflcally  redeemaOle  In  Bold.  Bui  thou*  tonne  3 
man  y  are  kept  at  par  with  uoid  i,y  loonopollitna  for  rbeni  the 

demand  for   relatively   small   Idlln.   mid    I.y    muLInK    then,  |„wrUI 

in.  iiry  lu  pavmeni*  to  the  government  sad  tor  reserve  purpose*  for 
nritlonal  bank*.  In  times  of  serious  panic  the  demand  for  hand* 
ton  nd  medium  m  Hmaii  deaomtnatlons  would  probalily  luiieoso 

rath-r  than  decrease,  ami  thus  the  position  of  thN  money  BVOB 
tboii.'.'h  not  redeemalile  In  «..l,i,  would  he  Kliengthenptl  rather  than 
 '     But  notwltbaiandlng  ait  this,  there  i*  Imposid  umm 

the  Secretary  of  the  'treasury  th"  duty  or  nialulaliiliii;  all  our 
»' >'  llt  !"»r  with  Kold,  and  hlmuld  the  fulll)lni<  n(  of  H.Ih  oMIlm 
Uon  ever  naceiwltate  mlemptluu  in  Kol.i,  Nuch  mlemptlon  would 
UOOUtletl  he  anally  undertaken. 

Considering  simply  the  situation  in  the  home  country, 
it  may  be  said,  therefoic,  that  on  the  assumption  that  ade- 
quate measures  are  adopted  for  preserving  the  parity  of 
all  the  other  kinds  of  money  in  the  standard  money,  the 
maintenance  of  the  metallic  standard  resolves  itself  into 
a  question  of  safeguarding  the  relation  between  standard 
bullion  and  standard  money.    U  urea  trie  ted  interchange  be- 
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  Due  on  open  accounts  — 

Cash  on  hand  and  in  bank   Notes  payable  for  merchandise    

Accounts  of  customers  (good)                     -  __     Notes  payable  to  own  banks 
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(2)  Raw  materia!  Other  current  debts  (itemized)  
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Plant  and  machinery  ■ —  common   

Furniture  and  fixtures   -  Surplus    -  
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Other  assets  (itemized)  or  sold  with  indorsement  or  guarantee  (con- 
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Total 


Dividends  (paid  or  declared)  : 
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Sales  for  year   -  —  Preferred 

Gross  profit    ■  —    Common  -  —    -     

Net  profit    ■    _     Depreciation  charged  ofT  -    -  -   
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twcen  standard  bullion  and  standard  money  at  the  estab- 
lished coinage  value  of  the  bullion  insures  the  attainment 
of  this  end.  With  such  interchange  the  value  of  bullion 
and  the  value  of  money  must  needs  move  together. 

The  maintenance  of  a  metallic  standard  involves, 
however,  something  more  than  the  preservation  of  the 
established  parities  at  home.  Gold  as  the  basis  of  the 
money  system  is  a  commodity  whose  value  is  normally 
fixed  in  a  world  market  and  the  value  of  gold  in  the  home 
market  may  thus  be  seriously  influenced  by  changing  con- 
ditions elsewhere.  This  must  inevitably  react  on  the 
value  of  money  in  the  home  country.  Moreover,  since  in 
all  countries  having  the  gold  standard  there  is  implied  a 
similar  fixity  of  relation  between  standard  money  and 
gold  bullion,  it  follows  that  the  maintenance  of  the  gold 
standard  in  each  country,  on  the  basis  of  a  world  value  of 
gold,  involves  a  fixity  also,  within  narrow  limits,  in  the 
relative  values  of  the  several  monies  themselves. 

The  preservation  of  such  fixity  in  international  mone- 
tary relations,  as  in  the  preservation  of  parity  between 
standard  bullion  and  standard  money  at  home,  can  be  as- 
sured only  on  the  basis  of  practically  free  interchange. 
But  free  interchange  of  one  country's  money  for  another 
can  hardly  be  provided  for  in  the  same  way  that  freedom 
of  coinage  and  the  melting  pot  provide  it  for  standard 
bullion  and  coin  within  a  country.  Yet  substantially  the 
Bame  result  must  be  achieved.  It  can  be  achieved  if,  in  the 
countries  concerned,  no  restriction  is  put  on  free  inter- 
change at  home  and  on  free  movement  of  the  standard 
bullion  from  one  country  to  another.  If  the  monetary 
unit  a  in  one  country  is.  on  the  basis  of  a  full  gold  stand- 
aid,  held  equal  to  x  gold,  whereas  the  monetary  unit  b  in 
another  country  is  similarly  held  equal  to  2x  gold,  then 
b=2a  and  there  never  can  be  a  change  from  this  relation 
beyond  the  actual  expense  involved  in  changing  the  rela- 
tively cheaper  money  into  gold  bullion  and  transporting 
the  bullion  to  the  country  whose  money  is  relatively  of 
greater  value  and  there  having  it  coined. 

Readjustment  of  relative  money  values  goes  on  in 
practice  in  the  foreign  exchange  markets.  In  these  mar- 
kets, as  is  well  known,  claims  to  money  sums  in  one 
country  are  bought  and  sold  in  terms  of  the  money  of 
another  country.  The  bulk  of  foreign  exchange  operations 
are  at  levels  between  the  "gold  points,"  but  every  depart- 
ure from  "mint  par"  obviously  implies  a  discrepancy  in 
the  value  of  gold  bullion  in  the  markets  of  the  countries 
concerned.  If  this  discrepancy  exceeds  the  costs  of  obtain- 
ing and  of  transporting  the  bullion,  in  conformity  with 
the  economic  axiom  that  the  prices  of  any  goods  in  two 
markets  cannot  vary  beyond  the  cost  of  transportation 
and  handling,  bullion  will  move  from  the  market  where 
its  value  is  low  to  that  where  it  is  high.  The  free  inter- 
change of  money  for  bullion  and  vice  versa  in,  and  the 
unhampered  movement  of  bullion  between  the  countries 
concerned  thus  together  supply  an  indirect  method  of 
freely  interchanging  the  monies  of  such  countries  and  of 
maintaining  them  at  a  value  relation  varying  from  exact 
mint  parity  by  amounts  not  to  exceed  the  cost  of  handling 
bullion. 

Under  the  exchange  standard,  indeed,  provision  is 
made  for  direct  interchange.  But  the  interchange  is  nar- 
rowly restricted.  The  Indian  rupee  is  equal  in  value  to 
lGd.  in  English  money;  the  Philippine  peso  to  12.9  grains 
of  gold  .900  fine;  yet  the  world  market  positions  of  the 
rupee  and  of  the  peso  are  controlled  through  operations 


limited  to  sterling  and  to  dollars,  respectively.  The  free 
offering  of  sterling  and  dollar  exchange  at  what  would 
constitute  the  Upper  gold  points,  takes  the  place  of  free 
redemption  in  gold.  Such  a  system  assumes,  however,  tho 
dominance  of  the  standard  type  of  exchange. 

In  the  absence  of  direct  interchange,  such  as  is  pro- 
vided in  India  or  in  the  Philippines,  it  may,  therefore, 
be  concluded  that  the  maintenance  of  the  gold  standard 
by  the  nations  of  the  world  depends  not  only  on  freedom 
of  coinage  and  of  redemption  at  home,  but  also  upon  full 
freedom  of  gold  export  and  of  import — or  perhaps  even 
more  broadly — upon  generally  unrestricted  international 
gold  movements.  Any  restriction  that  prevents  whatever 
flow  of  gold  may  be  necessary  to  restore  equilibrium  in 
international  money  values  constitutes  an  interference 
with  the  maintenance  of  a  full  gold  standard. 

It  may  be  protested  that  as  long  as  freedom  of  coin- 
age and  redemption  are  maintained  at  home,  interferences 
with  gold  exports  or  imports  do  not  imply  any  impair- 
ment of  the  gold  standard.  The  validity  of  this  protest 
depends  entirely  upon  how  one  interprets  the  meaning  of 
a  gold  standard.  Here  it  is  assumed  that  gold  in  a  world 
markt-t  is  taken  as  the  real  standard.  The  bullion  value 
of  standard  money  is  normally  of  little  independent  sig- 
nificance in  domestic  exchange,  because  under  free  coinage 
and  free  redemption  bullion  value  and  money  value  move 
together.  The  question  of  significance  at  home  is  that  of 
the  general  price  level,  namely,  the  general  relation  of 
both  money  and  bullion  to  other  goods.  The  bullion  value 
of  standard  money  is  of  practical  importance  only  in 
the  foreign  exchange  market.  Indeed,  ever  since  Ricardo 
wrote  his  "High  Price  of  Bullion,  Etc.,"  the  first  test  of 
the  bullion  value  of  a  country's  money  has  been  sought 
in  the  foreign  exchange  market,  where  the  emphasis  is 
placed  on  the  money-purchasing-power  of  bullion  in  other 
countries.  Bullion  value  loses  most  of  Its  significance 
even  here,  if  the  free  movement  of  bullion  internationally 
is  seriously  interfered  with.  Moreover,  all  the  familiar 
arguments  in  favor  of  a  gold  standard  bearing  on  stability 
of  value  of  the  money  unit  at  home  and  in  the  foreign 
exchanges,  imply  gold  in  a  world,  and  not  simply  a 
domestic,  market. 

The  effect  of  the  Great  War  has  been  practically  to  t 
upset  the  whole  gold  standard.    Various  factors  have  con-  ' 
tributed  to  this  result.    First  must  be  mentioned  the  pro-  / 
hibition  by  some  of  the  countries  of  gold  exports.  Next 
mention  must  be  made  of  demonetization  of  gold  by  tho  V 
Scandinavian  countries.    Lastly,  there  'must  be  noted  the  * 
practical  destruction  of  the  world  market  for  gold  as  a  1 
result  of  the  activity  of  the  belligerents  and  tho  break- 
down of  the  machinery  normally  depended  upon. 

The  belligerent  countries  needing  gold  to  support  the 
strained  credit  structure  at  home  have  practically  sus- 
pended gold  payments  and  have  penalized  gold  exporta- 
tion by  any  individual  or  agency  except  the  ccntrnl  banks, 
which  are,  of  course,  operating  in  close  co-operation  with 
the  government.    At  the  same  time  inflation  at  home  and 
heavy  purchases  of  material  and  supplies  abroad  have 
steadily  tended,  in  the  international  exchange  market  to 
depress  the  gold  value  of  their  several  currencies  and  to 
intensify  conditions  that  would  normally  result  in  heavy 
gold  exports.    The  inevitable  result  has  been  progressive  | 
depreciation  of  their  currencies  in  terms  of  the  currencies  \ 
of  neutrals  still  on  a  gold  basis.    The  artificial  restriction] 
of  gold  exports  prevents  the  automatic  equilibration  of  I 
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Telative  money  values  implied  in  a  free  gold  standard. 

The  accompanying  diagram,  reproduced  from  the 
May,  1917,  Federal  Keterre  Bulletin  shows  the  percentage 
decline  below  par  in  dollars  of  the  currencies  of  the  prin- 
cipal belligerents  for  the  period  indicated. 

The  Scandinavian  countries,  on  the  other  hand,  went 
to  the  opposite  extreme  and  demonetized  gold.  In  this 
matter  Sweden  took  the  lead,  although  because  of  the 
close  monetary  union  between  the  Scandinavian  countries 
Denmark  and  Norway  quickly  fell  in  with  the  Swedish 
proposals.* 

As  explained  by  Professor  Wicksell,  in  the  Septem- 
ber, 101G,  number  of  the  Economic  Journal,  Sweden,  like 
tlio  United  States,  built  up  a  heavy  trade  balance  which 
drew  a  large  volume  of  gold  into  the  country.  The  gold 
reserve  in  the  Riksbank  increased  from  104,000,000  kroner 
in  July,  1011,  to  Kir.,000,000  kroner  in  April,  1916.  Before 


'Danish  ami  Norwegian  k»m  coins  nr<»  logai  tender  i«  Sweden. 
KuipcnMoa  t»r  yoiii  coinage  can  i»*  HtuiiM-Uki'n  only  i»y  t-uumiun 
agreement. 


the  war  the  Riksbank  could  issue  32o,000,000  in  notes  for 
each  100,000,000  in  gold,  but  owing  to  the  pressure  at  the 
outbreak  of  hostilities  reserve  requirements  were  reduced 
so  that  100,000,000  in  gold  would  support  450,000,000  in 
notes.  On  this  basis  165*000,000  kroner  in  gold  would 
have  supported  742,500,000  in  notes.  But  in  March,  1016, 
note  issue  reached  a  maximum  of  332,000,000  kroner, 
having  increased  from  228,000,000  kroner  in  July,  1914, 
and  the  bank  was  thus  left  with  a  heavy,  unproductive, 
surplus-reserve  on  its  hands.  At  the  same  time  there 
had  been  a  phenomenal  increase  in  prices,  and  it  was 
believed  that  the  suspension  of  the  required  exchange  of 
bank  notes  for  gold  would  result  in  increased  earnings  for 
the  bank  and  lower  prices  for  the  clamoring  populace. 
Hence  the  bank  asked,  and  on  February  8  through  a  law 
passed  by  the  Rikstag,  received  permission  to  refuse 
further  to  exchange  its  notes  for  gold  at  the  established 
ratio.  The  same  law  suspended  free  coinage  of  gold  at 
the  mint.  The  effect  was  to  enhance  the  value  of  kroner 
in  the  world's  market.    Subsequently,  however,  the  ad 
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vancc  was  checked  through  a  lowering  by  the  Scan- 
dinavian central  banks  of  their  discount  rates.  This  re- 
sulted in  an  increase  in  the  supply  of  kroner  offered  in 
exchange  for  interest  bearing  investments,  even  though 
the  banks  could  and  did  refuse  to  give  kroner  for  gold. 
Hence  while  they  added  to  their  own  productive  resources 
the  banks  tended  to  accelerate  rather  than  to  retard 
advancing  prices.  The  position  of  Scandinavian  kroner 
in  the  American  market  is  shown  in  the  accompanying 
diagram,  which,  like  the  preceding  diagram,  shows  the 
percentage  variation  from  mint  par  in  dollars.  The 
Copenhagen  rate  is  employed  because  that  happens  to  be 
the  one  used  in  the  May,  1917,  Federal  Reserve  Bulletin 
from  which  the  graph  here  given  is  reproduced.  The  rate 
on  Stockholm  usually  rules  a  little  higher  than  that  of 
Copenhagen,  but  all  Scandinavian  rates  move  closely 
together. 


In  connection  with  the  diagram,  it  should  be  observed 
that  before  the  war  there  was  comparatively  little  direct 
exchange  on  the  Scandinavian  countries  sold  in  the  United 
States.  Most  of  the  business  was  handled  through  Eng- 
land, and  a  little  through  Germany.  There  was,  therefore, 
rarely  an  occasion  before  the  war  to  ship  gold  directly. 
The  Scandinavian  business  was  simply  one  of  the  factors 
in  the  market  for  sterling  or  marks. 

The  war  seriously  interfered  with  "arbitrage,"  or  in- 
direct dealings,  and  direct  operations  had  to  be  relied 
upon.  But  if  the  normal  relations  in  money  values  were 
to  be  maintained,  gold  should  have  steadily  moved  to 
Sweden  from  England,  Germany  and  the  United  States. 
Some  did  move,  as  the  figures  of  the  gold  reserve  quoted 
above  disclose,  but  the  demonetization  of  gold  prevented 
normal  readjustment,  and  Sweden  and  the  other  Scan- 
dinavian countries  practically  adopted  a  bank-note  fiat 
standard  at  a  premium  in  gold. 

,  Apart,  however,  from  legal  restrictions  imposed  on  gold 
movements  account  must  also  be  taken  of  the  interferences 
with  gold  shipments  that  have  resulted  from  destructive 
maritime  warfare,  and  of  the  practical  difficulties  that 
have  arisen  from  the  prodigious  readjustment  of  overseas 


commerce  and  of  the  methods  heretofore  employed  in 
financing  it. 

The  physical  obstructions  put  in  the  way  of  free  gold 
shipment  by  the  war  hardly  require  special  emphasis.  To 
some  extent,  these  were  circumvented  as  far  as  England 
was  concerned  by  the  establishment  in  the  colonies' of 
branches  of  the  Bank  of  England,  to  which  gold  could  be 
shipped  for  the  establishment  of  sterling  credits  in  Lon- 
don, or  from  which  it  could  be  shipped  to  neutral  countries 
or  to  allies  for  the  establishment  of  credit  In  the  cur- 
rencies of  such  neutrals  or  allies.  The  Bank  of  France 
also  arranged  for  foreign  deposits  in  trust.  But  such 
schemes  were  of  necessity  restricted  in  their  scope  and 
were  hardly  available  as  between  the  different  neutrals. 
Physical  difficulties  of  shipment  owing  to  danger  and  lnck 
of  cargo  space  have  therefore  of  necessity  greatly  inter- 
fered with  the  normal,  equalizing  gold  movements. 

Other  practical  difficulties  have  arisen  from  the  great 
readjustments  of  world  commerce  and  from  the  break- 
down of  the  machinery  normally  dtpmded  upon  to  finance 
it.  It  is  known,  of  course,  that  before  the  war  a  large 
part  of  the  world's  international  business  was  financed 
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through  London.  London  was,  in  consequence,  the  world's 
great  market  for  gold.  Even  though  sterling  exchange  was 
not  exclusively  relied  upon  in  international  settlements, 
bills  drawn  on  countries  other  than  England  were  kept 
at  certain  value  relations  to  each  other  and  to  gold  largely 
through  arbitrage  operations  in  sterling.  When  sterling 
itself  lost  caste,  because  of  the  exigencies  arising  from 
Britain's  participation  in  the  war,  dollar  ami  other  ex- 
change came  to  be  employed.  But  when  the  old  machinery 
revolving  about  London  no  longer  worked,  new  machinery, 
extensive  and  efficient  enough  to  handle  all  the  business 
and  to  maintain  equilibrium  could  not  be  constructed  with 
neOMMEy  despatch.  General  disorganization  resulted.  Ex- 
change rates  quoted  in  the  United  States  on  some  neutral 
markets,  like  tho  South  American  countries  and  Spain, 
have  fluctuated  far  beyond  what  would  be  considered  rea- 
sonable limits.  We  did  not  have  in  such  markets  proper 
machinery  to  handle  gold  shipments,  even  though  cargo 


space  and  insurance  might  have  been  obtained,  and  no 
restrictions  were  put  by  our  government  on  gold  move- 
ments. 

Illustrating  the  effect  of  these  practical  difficulties 
there  is  reproduced  a  diagram  showing  the  percentage 
fluctuation  in  the  United  States  from  mint  par  in  dollars 
of  exchange  rates  on  some  of  the  neutral  countries.  This 
diagram,  like  the  others,  is  taken  from  the  May,  1917, 
Federal  Reserve  Uitllctin. 

In  conclusion,  it  may  therefore  be  said  that  one  can 
hardly  affirm  that  there  is  today  anything  like  a  real  gold 
standard.  In  some  countries  through  positive  enactment 
fiat  standards  have  been  adopted.  In  practically  all  the 
rest  the  Great  War,  through  interferences  with  gold 
movements  and  through  destruction  of  much  of  the  cus- 
tomary machinery  lias  destroyed  all  the  normal  signifi- 
cance of  a  metallic  standard  and  almost  every  country  has 
an  independent  standard  of  its  own. 


RHIH'CTO  RAH. ROAD  RATES  TO  ATLANTIC  CITY 


Special  low  fares  will  be  authorized  throughout  the 
country  to  Atlantic  City,  N.  J.,  on  account  of  the  con- 
vention of  the  American  Bankers  Association  the  week 
beginning  September  24.  Those  contemplating  attending 
this  convention  should  make  inquiry  of  their  local  ticket 
agents  as  to  exact  fares,  routes,  limits  of  tickets  and 
other  information  which  may  be  desired. 

Additional  advice  is  to  be  received  from  some  of  the 
passenger  associations,  and  members  will  be  informed 
through  the  Jouknai.-Bullktin  accordingly. 

Advices  regarding  reduced  fares  have  been  received 
from  the  following  sections: 

NEW  YORK  and  the  EAST. — Trunk  Line  Association. 

Two  cents  per  mile  in  each  direction,  with  minimum 
of  .$1  for  the  round  trip,  going  and  returning  via  same 
route  only;  tickets  to  be  sold  and  good,  going,  September 
22  to  24  and  returning  to  reach  original  starting  point 
not  later  than  October  3.  No  cars  for  use  or  occupancy 
will  be  parked. 

CHICAGO,  WEST. — Western  Passenger  Association. 

Summer  tourist  fares  will  in  effect  to  Atlantic 
City  from  points  in  the  territory  of  the  Western  Passenger 
Association.  Delegates  should  confer  with  their  local 
ticket  agents  for  full  information  regarding  raUs,  routc.i 
and  limits  of  tickets. 

CENTRAL  STATES.— Central  Passenger  Association. 

A  through  round  trip  of  two  cents  per  mile  in  each 
direction  has  been  authorized  to  Atlantic  City  and  return, 
except  that  from  a  portion  of  the  territory  of  the  Central 
Passenger  Association  there  will  be  in  effect  lesser  fares, 
which  can  be  availed  of  by  delegates  and  others  attending 
the  convention,  these  fares  being  designated  as  short 
limit  summer  tourist  fares.  Members  are  requested  to 
inquire  of  ticket  agents  as  to  convention  fares  and  sum- 


mer tourist  fares  applicable  to  Atlantic  City,  whereupon 
ticket  agent  will  explain  which  would  be  more  advan- 
tageous to  purchaser.  Tickets  of  non-transferable  signa- 
ture form  will  be  sold  on  September  22,  23  and  24,  and 
will  be  good  for  return  to  reach  original  starting  point 
not  later  than  midnight  of  October  3,  1917.  No  cars  for 
use  or  occupancy  will  be  parked  at  Atlantic  City. 

PACIFIC  COAST. — Trans-Continental  Passenger  Asso- 
ciation. 

FROM  NORTH  PACIFIC  COAST  POINTS  special 
excursion  fares  will  apply  and  tickets  will  be  on  sale  on 
the  following  dates:  September  1,  7,  8,  14,  15,  21,  22 — 
going  journey  to  commence  on  date  of  sale.  Special  con- 
tracts will  be  printed  and  used  exclusively  for  these 
special  excursion  fares,  and  they  will  provide  that  the 
tickets  will  not  be  honored  for  return  trip  unless  validated 
at  the  point  from  which  the  return  part  of  the  ticket 
reads.  Return  journey  must  be  commenced  on  day  and 
date  of  validation;  no  fee  charged  for  validation  of  tickets 
Tickets  arc  non-transferable. 

FROM    CALIFORNIA    AND    NORTH  PACIFIC 
COAST  COMMON  POINTS  regular  nine  months'  excur- 
sion fares,  approximating  two  cents  per  mile  in  each 
direction,  or  about  one  fare  and  one-third  for  the  round 
trip,  arc  in  effect  daily.    For  example:  From  California  to 
Chicago  and  return,  $110  from  North  Pacific  Coast  Com- 
mon Points  to  Chicago  and  return,  $109.  The  nine  months' 
fares  do  not  apply  to  intermediate  or  interior  points,  but 
only  to  what  are  known  as  eastern  gateways  of  the  Trans 
Continental  Passenger  Association.    Local  ticket  agents- 
will  advise  delegates  as  to  the  eastern  points  to  which  i\ 
will  be  most  advantageous  for  them  to  purchase  nin 
months'  tickets,  in  re-buying,  to  place  of  meeting.  Thef. 
tickets  are  sold  only  from  the  states  of  California.  Ncvay 
Ore jon  and  Washington. 
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